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sponse to surging energy demand

and global economic growth are
rewriting the cotton marketing play-
book.

The development of more specula-
tive trading activity with relaxed trading
parameters compared to the past make
the market more volatile in both the
short and longer run.

“Price risk management has become
complex and more expensive,” explains
Carl Anderson, Texas A&M University
economist. Option spread strategies
face explosive price changes that
growers must consider. Such strategies
involve selling one option to hold down
cost of getting price protection benefits
from buying another option.

SURGING commodity prices in re- crops from robbing acres in 2009.

Delivery aid

The cotton industry is moving toward
being able to effectively deliver cotton
on futures contracts. Cotton certified
for delivery now stands at a record, ex-
ceeding 1.5 million bales.

“Using cash deliveries on futures
contracts to encourage convergence be-
tween futures price and cash price is de-
sirable to regain using futures prices to
discover cotton prices,” says Anderson.

“Producers need to evaluate their
pricing alternatives in light of the lowest
cost and risk of setting a selling price.
The role of large cotton marketing as-
sociations, electronic markets and use
of USDA Commodity Credit Corporation
loans are major pricing considerations,”
he adds.

Floods overwhelm fundamentals
Supplies of nearly all commodities are
tightening. Even cotton will tighten next
year. Unfortunately, 2007-crop cotton
carry-over stocks are large. Big imme-
diate supplies limit buoyancy of near-
term cotton rallies.
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Prices for those crops advanced sharply
to ration demand. Corn, for example,
needs to find a price that will entice live-
stock producers to feed about a billion
bushels fewer of 2008-crop corn than
the roughly 6.1 billion bushels of 2007-
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